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ATLAS SECURITIES, LLC
Statement of Financial Condition
December 31, 2006

(With Independent Auditors’ Report Thereon)

This report is deemed public in accordance with Rule 17a-5(e)(3) of the Securities Exchange Act of 1934.



. Signature

*

OATH OR AFFIRMATION

1, W. Lawrence Key, swear that, to the best of my knowledge and belief, the accompanying

financial statements and supplemental schedules pertaining to the firm of Atlas Securities, LLC
for the year ended December 31, 2006, are true and correct. [ further swear that neither the
Company nor any partner, proprietor, principal officer or director has any proprietary interest in
any account classified solely as that of a customer.

i

Title: President and Chief Operating Officer ;

State of California )
County of Alameda )

On this 26™ day of February, 2007 before me, Diane M. Molter, personally appeared W.
Lawrence Key personally known to me (or proved to me on the basis of satisfactory evidence) to
be the person whose name is subscribed to the within instrument and acknowledged to me that he
executed the same in his authorized capacity, and that by his signature on the instrument the
person, or the entity upon behalf of which the person acted, executed the instrument.

i

WITNESS my hand and official seal.

Diane M. Molter
Notary
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KPMG LLP Telephone 617 988 1000 -

99 High Street ' Fax 617 507 8321
Boston, MA 02110-2371 Internet www.us.kpmg.com

Independent Auditors’ Report

The Board of Directors
Atlas Secur.ities, LLC: N
We have audlted the accompanying statement of financial condmon of At]as Securlttes LLC (formerly
Atlas Securmes Inc.) (the Company) as of" December 31,2006, that you are ﬁlmg pursuant to rule 17a-5
under the Securities Exchange Act of 1934. These financial statements are the responsibility of the.
Company’s management. Our responsnbthty is (0 express an opinion on this financial statement based on
our audit.

We conducted our audit in accordance.with audmng standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the istatement of financial condition{ is free of material misstatement. An audit includes
cons1derauoniof internal control over financial reporting as a basis for designing audit procedures that are
appropriate m the circumstances, but not for the| purpose of expressing an opinion on the effectiveness of -

.the Company s internal control over financial reporting. Accordingly, we express no such- opunon An’

audit also includes examining, on a test basis, evidence _supporting the amounts and disclosures in the
statement of finanCIal condition, assessing the accounting principles used and significant estimates made
by management as well as evalnating the overall financial statemnent presentation. We believe that our
audit provides a reasonable basis for our opinion.

In our oplnlon such statement of financial condltlon referred to above presents fairly, in all material
respects, thetﬁnancml position of Atlas Secunnes LLC at December 31, 2006, in conforrmty -with-
accounting principles generally accepted in the United States of America.

KPMG LCP

Boston, Massachusetts
February 27, 2007

KPMG LLP. a £).5. limitad liability parinership, is tha LS.
member firm of KPMG International, a Swiss cooperative.
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-See accompanying notes to financial statements.

ATLAS SECURITIES, LLC
Statement of Financial Condition

|
December 31, 2006

Assets

Cash and cash equivalents
Receivable from affiliates
Other receivables |

Investment in securities
Goodwill

Total

Liabilities and Member’s Equity

Liabilities: i
Accounts payable, accrued expenses and other liabilities
Income tax payable to Parent
Due to affiliates

Total liabilities !
Member’s equity

Total Liabilities and Member's Equity

4,435,175

633,354
1,255,189

. 2,163,742
. 3,676,137

12,163,597

7,842,499
253,443
‘428,124

8,524,066

- 3,639,531

12,163,597 -
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Significant Accounting Policies

(a)

(b

' I
ATLAS SECURITIES, LLC

Notes to Statement o‘f Financial Condition
Decembe}r 31, 2006

'

Organization

Atlas Securities, LLC (the Company) (formerly Atlas Securities, Inc.), a California corporation, was
incorporated on May 6, 1987 and is a wholly owned subsidiary of Golden West Financial Corporation
(the Parent). The Company is reglstered [ as a broker-dealer with the Securities and Exchange
Commission (SEC) and is a member of the Natlonal Association of Securities Dealers, Inc. (NASD).
The Company serves as the sole dlstnbutor for Atlas Funds, an open-end management investment
company offering seventeen no-load portfol:os The Company also serves as the sole distributor for
Atlas Insurance Trust (the Trust), an open-end management investment company. The Company also
acts as a general agency in connection w1th the sale of fixed and variable annuities for which it
receives commissions from the insurance company issuing the annuity contracts. The Company does
not carry securities accounts for Customers or perform custodian functions relating to customer
securities. As such, the Company is exempt from the provisions of SEC Rule 15¢3-3 (the Customer
Protection Rule) under the Securities Exchange Act of 1934,

On October 1, 2006, Wachovia Corporation|(Wachovia) completed its acquisition (the Acquisition) of
the Parent, including Atlas Securities, Inc. As a result of the acquisition, and change in the corporate
structure as -explained below, the Company recorded ‘approximately $5.2 million of severance

liabilities' (included in accounts payable) goodwill of $3.7 million and the parent reduced its

investment in the Company by $1.5 rrulhon The purchase price allocations are preliminary and are
expected to change upon finalization of purchase accounting.

In addmon, due to the Acquisition and the joint venture agreement (the JVA) between Wachovia and
Prudential Financial, Inc. (Prudential), the Company’s net assets are to be contributed to,-and its
operations merged in with those of, Wachovia Securities Financial Holdings (WSFH). WSFH serves -

as the holding company for the retail brokeriage and clearing businesses contributed by Wachovia and

Prudential and is headquartered in Rlchmond Virginia. Wachovia and Prudential own 62% and 38%,

" respectively, of WSFH. The value at whjch the net assets of the Company are to be contributed into

WSFH will be mutually determined by Wachowa and Prudential in accordance with the JVA. In

" November 2006, the Company notified the NASD of its intentions to transfer the ownership of the
-Company to WSFH and received approval from the NASD on December 29, 2006.

On December 14, 2006 the Company, changed its corporate structure to a Limited Liability Company.-

Revenues

The Company receives 12b-] fees based on a percentage of average daily net assets per annum of each
Atlas Fund portfolio, affiliated mutual funds for which the Company serves as sole distributor. Under
the related Distribution Plan between the Company and Atlas Funds, 12-bl fees revenue is recognized
ona monthly basis.

Annuity commissions are based on the amount of each transaction, and, under the General Agency and
Selling Agent Agreements between the Company and the issuing insurance companies, are recorded as
income when earned. The Company estimates its annuity chargeback reserve for policies that may be
surrendered by’ customers. The reserve 151 computed ‘based on historical experience and periodic
reviews are made to adjust the reserve as ne(l:essary.

3 {Continued)
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{c)

(d)

(e)

(g)

Employee Beneﬁt Plan

ATLAS SECURITIES, LLC
Notes to Statement of Financial Condition
December 31, 2006

Investments and Investment income

Investments in securities consist of shares;i ;in-an Atlas Fund Portfollo and are recorded at fair value as
determined by its publicly available net asset value.

Income Taxes R s

On December 14, 2006, the Company converted from a taxable corporatlon to a single-member
Limited Liability- Company (SMLLC) and is tréated ‘as a disregarded entity pursuant to Treasury
Regulanon Section 301.7701-3 for federal i income tax purposes. Generally, disregarded entities are not
subject to enuty-level federal or state, income taxation and, as such, the Company is not required to
provide for income taxes under Slalemem of Financial Accounting Standard 109, Accounting for
Income Taxes, after the date of convers1on 1o an SMLLC. After that time, the Company’s taxable
income primarlly becomes taxable to its member.

Goodwill

Goodwi];l consists of preliminary purchase accounting amounts that have been recorded as a result of
Wachovia's acquisition of the Parent during the year, the portions of which relating to the Company

~ have been pushed-down to the Company. Goodw111 is subject to impairment testing on an annual basis,

or more, frequently, if events or c:rcurnstances indicate possible impairment. . This test involves

* comparing the fair value of the business to- its carrying amount. If the fair value is less than the

carrying famount, ‘2 further test is requ1red‘ to measuré the amount of impairment. The Company’s
impairment evaluation for the’ goodwill recorded as of December 31, 2006 indicated that it had not

_ been impaired.

Cash anfi Cash Equivalents

' The Company has defined cash eq‘u.ivalents as highly liquid investments, with original maturities of

less than 90 days. At December 31, 2006I approximately $1,783,000.of cash and cash equivalents:
consisted of an investment in the Atlas Money Market Fund. '

Use of Estzmates

The preparatlon of financial statements in confornmy with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the
reportedlamounts of assets and liabilities at the date of the financial statements and the reported
amountsl of revenue and expenses during the reporting period. Actual results could differ from those
estimates.

The Company] participates wnth the Parent and afﬁhates in a 401(k) plan that is available to all eligible

employees

4 ’ {Continued)
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ATLAS SECURITIES, LLC
Notes to Statement of Financial Condition : i

Decembér 31, 2006

Related Parties

The Company shares office facilities and servicesI with its Parent and other related entities and also leases
equipment from these entities, the costs of which are allocated among the companies. .

Net Capital Requ:rement

“*

The Company (s subject to the Securities and Exchange Comrmssmn Uniform Net Capltal Rule (15¢3-1),
which requires;that the Company maintain mmnmﬁm net capllal as defined. The Company has elected to use
the aggregate .indebtedness method, permitted. by rule 15c3-1; which requires the Company’s ratio of
aggregate mdebtedness to net capital; as defined, |shall not ‘exceed 15 to 1 of net capital. At December 31,

_ 20006, the Company had net capital of $(2,285 .374) which-was $2,853,645 less than its required minimum

capital of $568 271. At December 31, 2006, the Company s ratio of aggregate indebtedness to net capital

-was (3.73) to 1 The net capital deﬁc1ency was corrected on January 10, 2007 by an additional capital

contribution 0f,$10 000,000.

Subsequent Events

On February 1, 2007, the sales personnel of the Company became employees of Wachovia Securities, LLC,
a subsidiary of WSFH, in connection with the Acqunsmon and subsequent to the Company's notification of
such acticn to the NASD. The comiplete transfer of the Company's net assets, and integration of the
Company's operatlons into WSFH and its subsndté.nes is pendmg a determination of their value by
Wachovia and Prudentlal | :

t




